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USUN FOR AMB CARTER 

FROM EMB/USAID/REDSO 

E.O. 11652: N/A 
TAGS: EAID, TZ 

SUBJECT: NELLO L. TEER COMPANY 

REP: LETTERS CHARGE-COOTE, AUGUST 6 AND 16, 1974; 

LETTER DIR JOHNSON/KNOLL DATED 1 AUGUST 1974 

1. SUMMARY. TANGOV HAS SEIZED FINANCIAL RECORDS NELLO TEER 
CONSTRUCTION COMPANY AND ASKING POR RECORDS PROM BEGINNING OF 
ROAD CONSTRUCTION IN 1968. TANGOV HAS ALSO PICKED UP US 
PASSPORT OF NELLO TEER EMPLOYEE AND HAS NOT YET RESPONDED TO 
EMBASSY REQUEST THAT PASSPORT BE RETURNED. APPEARS TANGOV 
SUSPECTS NELLO TEER AND/OR ITS EMPLOYEES INVOLVED IN EXCHANGE 
CONTROL VIOLATIONS. NELLO TEER OPFICIALS HERE BELIEVE, HOW- 
EVER, TANGOV MAY BE SEEKING TO FRUSTRATE/INTIMIDATE 

NELLO TEER ON EVE ARBITRATION IN LONDON OP OUTSTANDING CLAIMS. 
DEPARTMENT'S ADVICE/COMMENT REQUESTED SOONEST ON CERTAIN LEGAL 
ASPECTS OF CASE. END SUMMARY. 

2. AS REPORTED REFLETS, PLAINCLOTHES POLICEMEN ENTERED OFPICE OF 
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NELLO L. TEER COMPANY (NLT) ON 31 JULY. THEY PROCEEDED 
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STRAIGHT TO A PARTICULAR SAFE AND REQUESTED SELECTED ITEMS EROM 
ITS CONTENTS. AMONG THESE WERE SAID TO BE SOME TWENTY THOUSAND 
T.SHS., PERSONAL EUNDS BELONGING TO CHILE ACCOUNTANT (EILIPINO), 

EIFTY THOUSAND T.SHS., SMALLER AMOUNTS OF U.S. DOLLARS, MALAWIAN 
AND ZAMBIAN CURRENCIES AND SEVERAL ACCOUNT BOOKS, ALL BELONGING 
TO NLT. ALSO TAKEN WERE SEVERAL PACKETS U.S. DOLLARS BELONGING 
TO NLT EMPLOYEES. THE MAIN OEEICE SALE WAS NOT MOLESTED. SAME 
POLICE VISITED CHIEF ACCOUNTANT'S HOME AND TOOK HIM TO POLICE STA- 
TION EOR QUESTIONING. WITHIN SEVERAL DAYS, POLICE HAD QUESTIONED 
OTHER NLT EMPLOYEES, BOTH LOCAL AND AMERICAN, ON MATTERS HAVING TO 
DO WITH CURRENCY EXCHANGES. THE POLICE RETURNED ON PERSONAL 
BATCH OE SEVEN HUNDRED U.S. DOLLARS WHEN OWNER PRODUCED CUSTOMS 
RECEIPT. 

3. L. WALSH WAS THE SENIOR COMPANY REPRESENTATIVE IN DAR AT 
BEGINNING INVEQZIGATION AND ON 8 AUGUST, OTHER POLICEMEN, PRE- 
SUMBABLY FROM CID, VISITED WALSH AT HIS HOME ABOUT 10:30 P.M. 

AND TOOK AWAY HIS AMERICAN PASSPORT AND PLANE TICKET ON EVE OF HIS 
DEPARTURE FOR BUSINESS IN NAIROBI. ON 10 AUGUST, NLT WAS REQUESTED 
BY LETTER EROM BANK OF TANZANIA TO TURN OVER WITHIN 48 HOURS CASH 
BOOKS, LEDGERS, DAY BOOK, RECEIPTS, PAYMENTS/PETTY CASH VOUCHERS, 
INVOICES AND ALL OTHER DOCUMENTS HAVING TO DO WITH EXCHANGE 
CONTROL ORDINANCE 294. 

4. SEPARATE EROM EXCHANGE CONTROL QUERIES, NLT HAD REQUESTED 
AUTHORITY THROUGH BANK OE TANZANIA TO BEGIN SHIPMENT OE CERTAIN 
HEAVY EQUIPMENT TO NEW JOB IN MALAWI. THIS REQUEST GRANTED BY 
BANK AUGUST 19. NONETHELESS, EREDRICH AND WALSH THINK ENTIRE 
INVESTIGATION IS DELIBERATE EEEORT TO COUNTER SUCCESS NLT ANTI- 
CIPATES UNDER ARBITRATION SECOND ROUND OE CLAIMS. RENEWED 
ARBITRATION IS SCHEDULED IN LONDON SEPTEMBER 9. 

5. AT REQUEST OE EMBAJSAID, JONES, REDSO LEGAL ADVISER, HAS 
VISITED DAR TWICE AND WELL AWARE OF NLT CASE. HE, DIRECTOR 
JOHNSON AND NLT REPS MET MR. NYIRABU, GOVEERNOR, BANK OF TANZANIA, 
ON 14 AUGUST. JONES SUMMARIZED PARA 5(A) OE BILATERAL WHICH 
IDENTICAL TO PORTION CLAUSE 77.9 OE DAR-MOROGORO CONTRACT AND 
PROVIDES IN PERTINENT PART QUOTE ANY ... EUNDS INTRO- 
DUCED INTO OR ACQUIRED IN ... TANZANIA BY ... ANY CONTRACTOR 
EINANCED BY ... (U.S.A.), EOR PURPOSES ANY PROGRAM OR PROJECT 
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CONDUCTED HEREUNDER SHALL. I 2#8)3 ... EUNDS USED ... IN CONNECTION 
SUCH PROGRAM OR PROJECT, BE EXEMPT PROM, ... CURRENCY CONTROLS 
IN ... TANZANIA ... END QUOTE. EREDRICH INPORMED NYIRABU THAT 
IT IMPOSSIBLE FOR NLT TO SUBMIT REQUESTED ACCOUNTING MATERIALS 
WITHIN 48- HOURS DEADLINE SINCE SEVERAL TONS OP PAPER WOULD HAVE 
TO BE SILTED, OTHER DOCUMENTS IN DURHAM, N.C., AND SOME PROBABLY 
DESTROYED. NYIRABU SEEMED WELL INFORMED AND AWARE NLT RIGHTS AS 
CONTRACTOR AND SAID HE WOULD BE IN CONTACT WITH NLT BY PHONE. 
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NYIRABU DID CALL AND SENT A FOLLOW-UP LETTER EXTENDING TIME FOR 
REQUESTED DOCUMENTS TO 24 AUGUST. 

6. USAID DIRECTOR MET WITH TREASURY OEEICIALS ON AUGUST 20 AND 
REVIEWED BACKGROUND OE NLT SITUATION INCLUDING THE DIETING OF 
WALSH'S PASSPORT AND COMPANY RECORDS. POINTS WERE MADE THAT SUCH 
ACTIONS SUGGEST HARRASSMENT, THAT EURTHER DELAY IN LODGING A CHARGE 
OR RELEASING THE DOCUMENTS WILL WORSEN SITUATION. TREAURY TOTALLY 
UNAWARE OF ENTIRE INVESTIGATION, SAID THEY HAD NOTHING TO DO WITH 

IT BUT WOULD QUOTE LOOK INTO IT AND CONTACT USAID END QUOTE. 

7. EMB HAS REQUESTED RETURN OE WALSH'S PASSPORT ORALLY AND IN 
WRITING TO FONMIN. CHARGE HAS ALSO SPOKEN WITH SENIOR EONMIN 
OEFICIAL, BERNARD MUGANDA, AUGUST 17, ALERTING HIM TO POTENTIAL 
IRRITANT TO US/TANZANIA RELATIONS POSED BY THESE RECENT ACTIONS BY 
TANGOV TOWARDS NEI.LO TEER AND ITS EMPLOYEES. URGED MUGANDA TO 
INVESTIGATE SITUATION. SPECIEICALLY REQUESTED IMMEDIATE RETURN 
WALSH'S PASSPORT AND SPECIEICATION OE ANY CHARGE AGAINST NEI.LO 
TEER OR ITS EMPLOYEES. ON THIS LAST POINT, TOLD MUGANDA NELLO 
TEER NEEDED ITS FINANCIAL RECORDS TO PREPARE EOR ARBITRATION WITH 
TANGOV IN LONDON. IE TANGOV ERUSTRATED NEI.LO TEER PREPARATION, 

THAT IN ITSEEE COULD BECOME ADDITIONAL ISSUE UNDER ARBITRATION. 
EURTHER, ASKING EOR ALL EINANCIAL RECORDS SINCE NELLO TEER IN 
TANZANIA, I.E., SINCE 1968, ONEROUS REQUEST AND ONE NELLO TEER 
EINDING DIFEICULT TO COMPLY WITH BECAUSE MANY RECORDS IN DURHAM, 

N.C., SOME MINGLED IN WITH RECORDS OF COMPANY'S OTHER ACTIVITIES, 

OR SOME ORIGINALS HAVE BEEN REDUCED TO TAPE SUMMARIES. CONCLUDED 
BY NOTING NELLO TEER IS LARGE, INTERNATIONAL COMPANY WHICH HAS 
SOLID REPUTATION. IT HAS RECORD OE RESPONSIBILITY AND OE MEETING 

ITS COMMITMENTS. NO NEED, THEREEORE, TO TREAT COMPANY OR ITS 
EMPLOYEES IN ARBITRARY EASHION. MUGANDA PROMISED LOOK INTO 
SITUATION. 

LIMITED OEEICIAL USE 

LIMITED OEEICIAL USE 

PAGE 04 DAR ES 02876 23 1 1 16Z 

8. COMMENTS: CLEAR EROM QUESTIONS ASKED BY TANGOV INVESTIGATORS 
THAT THEY SUSPECT NLT EMPLOYEES AND/OR NELLO TERR COMPANY INVOLVED 
IN INFRACTION EXCHANGE CONTROL LAWS, ESPECIALLY CURRENCY DEALINGS. 
HOWARD EREDRICH AND CHARLES NYE (NLT ATTORNEY) IN THIS REGARD 
COMMENTED TO US THAT SINCE 1968 NLT HAS EMPLOYED OVER 260 AMERICANS 
AND OTHER THIRD COUNTRY NATIONAL CONSTRUCTION "STIEES " IN TANZANIA. 
EREDRICH SAID HE WOULD NOT BE SURPRISED, FRANKLY, IF SOME OF THESE 
EMPLOYEES DID ON ONE OCCASION OR ANOTHER EXCHANGE CURRENCY 
ILLEGALLY. INDEED, ON NLT EMPLOYEE CAUGHT RED-HANDED BY TANGOV 
TRYING TO EXCHANGE MONEY ILLEGALLY FEW MONTHS AGO. EMPLOYEE 
CONVICTED, EINED AND EXPELLED EROM COUNTRY. WE HAVE HEARD 

OE OTHER EXCHANGE INERACTIONS BY NLT EMPLOYEES. WE UNAWARE, 
HOWEVER, THAT COMPANY ITSELE INVOLVED 

IN SUCH ACTIVITIES. NLT OEEICIALS CLAIM THEY IN DARK RE INVESTIGA- 
TION AND REEER TO DYEIR QUOTE EXEMPTION FROM CURRENCY CONTROLS 



Deciassified/Reieased US Department of State EO Systematic Review 30 JUN 2005 




Declassified/Released US Department of State EO Systematic Review 30 JUN 2005 



UNQUOTE UNDER THEIR CONTRACTHYNJUBILATERAL. 

9. NUT ARGUES UNDER BILATERAL AND ITS CONTRACT THAT IT 
TOTALLY EXEMPT EROM GOT EXCHANGE CONTROL ORDINANCE, SEC. 61 OF 
WHICH PURPORTEDLY PERMITS ABSOLUTE (AND GENERAL) EXEMPTIONS, AND 
THAT IT MAY NOT BE SUBJECT TO INVESTIGATIONS AND SEIZURES OF 
EVIDENCE DIRECTED AT EXCHANGE CONTROL VILOATIONS. REQUEST 
ADVICE/COMMENT ON APPLICABILITY OF BILATERAL, LIMITES OF EXEMPTIONS 
AND EXTENT TO WHICH ARGUMENTS BASED THEREON SHOULD BE ASSERTED 
AND ON FOLLOWING ISSUES: (A) WHETHER QUOTE CURRENCY CONTROL 
UNQUOTE LESS INCLUSIVE TERM THAN EXCHANGE CONTROL OR LESS 
RESTRICTED IN CUSTOMARY USAGE AND WHETHER IT INCLUDES FIXED 
EXCHANGE RATE REQUIREMENT IN CONTEXT OE BILATERAL WHICH SPECIFIES 
EXCHANGE RATE IN PARA 5(E) AND IN VIEW POSSIBLE AGREEMENTS (E.G. 

IME) WHICH MAY REQUIRE TANGOV TO MAINTAIN CERTAIN RATE; (B) 
WHETHER AND EXTENT WHICH EXEMPTION FROM CURRENCY CONTROLS 
JUSTIFIES FREEDOM EROM INVESTIGATION FOR VIOLATIONS OF SAME; 

(C) WHETHER EXEMPTION FROM CURRENCY CONTROLS PERMITS, AT 
END OF TOURS, FREE AND UNACCOUNTABLE EXCHANGE OF U.S. AND TANGOV 
CURRENCIES FOR NLT AMERICAN EMPLOYEES. ASSUME INTERPRETATION 
OF NLT CONTRACT SHOULD NOT BE UNDERTAKEN BY US BUT NOTE IT AND 
BILATERAL HAVE IDENTICAL LANGUAGE. 

10 NLT REPS REFXR TO FFKT THAT FIRM'S PROPERTY INSURED UNDER 
OPIC AND DELAY BY TANGOV IN RELEASINGHRONIES, OR HINDERING 
EQUIPMENT FOR TRANSFER TO MALAWI WOULD BE REGARDED BY THEM AS 
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CONFISCATION. 

1 1 . WISH TO ASSURE THAT EMB/USAID/RDSO DOING ALL THAT FEASIBLE 
AND POSSIBLE TO CLARIFY THIS MATTER. WILL KEEP DEPARTMENT AND 
AID INFORMED. ADVISE ITEM 9 PRIORITY. 

BEYER 
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